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T Supervisor Zev Yaroslavsky, Chairman
Supervisor Gloria Molina
Supervisor Mark Ridley-Thomas
Supervisor Don Knabe
Supervisor Michael D. Antonovich
FROM:  WendyL. Watan%jej %(A)M
Auditor-Controlle
SUBJECT: PUBLIC HEALTH FOUNDATION ENTERPRISES, INC. - A

DEPARTMENT OF PUBLIC HEALTH HIV/AIDS CARE AND
PREVENTION SERVICE CONTRACT PROVIDER - FISCAL REVIEW

We completed a fiscal review of Public Health Foundation Enterprises, Inc. (PHFE or
Agency). The County Department of Public Health (DPH) Division of HIV and STD
Programs (DHSP) contracts with PHFE for the Agency to provide HIV/AIDS
psychosocial case management and transitional case management services. Our
review covered a sample of transactions from April 2010 through April 2011.

The purpose of our review was to determine whether the PHFE provided the services to
eligible clients, and spent funds in accordance with their County contract. We also
evaluated the Agency’s accounting records, internal controls, and compliance with the
contract and applicable guidelines.

At the time of our review, PHFE had two cost-reimbursement contracts with DHSP. Our
review also included one other DHSP cost-reimbursement contract that expired on
December 31, 2010. DHSP paid PHFE a total of approximately $361,000 on all three
contracts from April 2010 to April 2011. PHFE provides services to residents of the
Third and Fifth Supervisorial Districts.

Results of Review

PHFE recorded and deposited DHSP payments timely, and maintained the required
personnel records. PHFE’s Cost Reports also reconciled to the Agency’s accounting
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records. However, PHFE did not always comply with all of the County contract
requirements. Specifically, PHFE:

Did not ensure that subcontractors obtained documentation to support clients’
eligibility for DHSP services.

PHFE’s attached response indicates that they will ensure that subcontractors
obtain the required documentation.

Overcharged DHSP $6,300 for rent that should have been allocated to other
programs in accordance with their Cost Allocation Plan. Specifically, PHFE
inappropriately allocated rent costs based on budget, and not on the actual number
of full-time equivalent staff working on the DHSP Program, as required.

PHFE’s attached response indicates that they disagree with this finding, and that
they allocated rent in accordance with their Cost Allocation Plan. However, as
indicated above, PHFE allocated the rent based on budgeted estimates, instead of
on the actual number of full-time equivalent staff working on the DHSP Program as
required by their Cost Allocation Plan.

Charged DHSP $5,659 for indirect costs that either exceeded the County
contract’s reimbursable limit for indirect costs, or were unsupported.

PHFE’s attached response indicates that they disagree with this finding, and that
they calculated their indirect costs using their federally-approved indirect cost rate
of 8.56%. However, as we explained to PHFE at our exit conference, the County
contract limits indirect costs to 15% of total salaries and employee benefits. As a
result, PHFE’s charges exceeded the maximum reimbursable limit for one County
contract by $3,616. In addition, PHFE charged $2,143 more than their federally-
approved indirect cost rate allows on the other two County contracts.

Details of our review, along with recommendations for corrective action, are attached.

Review of Report

We discussed our report with PHFE and DHSP. As indicated above, the Agency

disagreed with some of our findings, and with our recommendations to repay DHSP for
the questioned costs. DHSP indicated that they will work with the Agency to ensure the

questioned costs are repaid.
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We thank PHFE for their cooperation and assistance during our review. Please call me
if you have any questions, or your staff may contact Don Chadwick at (213) 253-0301.
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Attachment

c: William T Fujioka, Chief Executive Officer
Jonathan E. Fielding, M.D., M.P.H., Director, Department of Public Health
Mark J. Bertler, Chief Executive Officer, Public Health Foundation Enterprises, Inc.
Michael S. Ascher, Chair, Public Health Foundation Enterprises, Inc.
Public Information Office
Audit Committee



PUBLIC HEALTH FOUNDATION ENTERPRISES, INC.
HIV/AIDS CARE AND PREVENTION SERVICES
APRIL 2010 TO APRIL 2011

ELIGIBILITY

Objective

Determine whether Public Health Foundation Enterprises, Inc. (PHFE or Agency)
provided services to clients who met the County Department of Public Health (DPH)
Division of HIV and STD Programs (DHSP) Program eligibility requirements.

Verification

We reviewed the case files for 32 clients who received services from April 2010 to
March 2011 for documentation of their eligibility for DHSP services. Our sample
included 12 clients who received services from PHFE, and 20 clients who received
services from PHFE’s subcontractors.

Results

The case files for four (20%) of the 20 PHFE subcontractor clients did not contain
documentation to support their eligibility for DHSP services. Three of the case files did
not contain income verification, and one case file did not contain residency or income
verification.

Recommendation

1. PHFE management ensure Agency subcontractors  obtain
documentation from clients to support their eligibility for DHSP
services.

CASH/REVENUE

Objective

Determine whether PHFE had adequate controls to ensure cash receipts and revenue
were recorded in the Agency's financial records properly, and cash receipts were
deposited into the Agency’s bank account timely.

Verification

We interviewed PHFE’s personnel, and reviewed the Agency’s financial records and
April 2011 bank reconciliation.

Results

PHFE recorded revenue and cash properly, and deposited cash timely.
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Recommendation

None.

COST ALLOCATION PLAN

Objective

Determine whether the Agency prepared its Cost Allocation Plan in compliance with the
County contract, and used the Plan to allocate shared program costs appropriately.

Verification

We reviewed PHFE’s Cost Allocation Plan, and a sample of shared costs the Agency
incurred from September 2010 through March 2011.

Results

PHFE's Cost Allocation Plan was prepared in compliance with the County contract.
However, PHFE charged DHSP $6,300 for rent that was not allocated in accordance
with the Agency’'s Cost Allocation Plan. Specifically, PHFE inappropriately allocated
rent based on budget, and not on the actual number of full-time equivalent staff working
on the DHSP Program, as required by the Cost Allocation Plan.

Recommendations

PHFE management:
2. Repay DPH $6,300.

3. Ensure shared program costs are appropriately allocated among all
benefitting programs.

EXPENDITURES

Objective

Determine whether expenditures charged to the DHSP Program were allowable under
the County contract, properly documented, and accurately billed.

Verification
We interviewed PHFE personnel, and reviewed financial records for 13 non-payroll

expenditures, totaling $36,122, that the Agency charged to the DHSP Program from
June 2010 and March 2011.
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Results

PHFE inappropriately charged DHSP $5,659 in unallowable or unsupported indirect
costs. Specifically, PHFE charged DHSP:

e $3,516 in excess indirect costs on one contract. The amount exceeded the County
contract limit on indirect costs of 15% of total salaries and employee benefits.
PHFE’s actual salaries and employee benefits totaled $4,998, resulting in a
maximum indirect cost of $750 ($4,998 x 15%). However, PHFE billed DHSP
$4,266, which is $3,516 ($4,266 - $750) over the maximum.

e $2,143 in excess indirect costs on the other two contracts. Using PHFE’s federally-
approved indirect cost rate of 8.5%, PHFE should have charged DHSP $9,297 in
indirect costs. However, PHFE charged DHSP $11,440, resulting in a $2,143
($11,440 - $9,297) overcharge.

Recommendations

PHFE management:
4. Repay DPH $5,659 ($3,516 + $2,143).

5. Ensure that charges for indirect costs do not exceed the contracts’
limits.

PAYROLL AND PERSONNEL

Objective

Determine whether PHFE charged payroll expenditures to the DHSP Program
appropriately. In addition, determine whether the Agency’s personnel files were
maintained as required.

Verification

We traced the payroll expenditures for four employees, totaling $9,248, from December
2010 to the Agency’s payroll records and time reports. We also reviewed the personnel
files for DHSP Program staff.

Results

PHFE appropriately charged payroll expenditures to the DHSP Program, and
maintained personnel files as required by the County contract.
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Recommendation

None.

COST REPORTS

Objective
Determine whether the Agency's Cost Reports reconciled to the accounting records.
Verification

We traced the Agency's Cost Reports to their accounting records for June 2010,
December 2010, and March 2011.

Results
PHFE’s Cost Reports reconciled to their accounting records.

Recommendation

None.
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December 21, 3011

®aneath ¢dahn Hal of Administratian
501 Wenl Ternpha Seeel, Boom 525
Los Sngolos, OA SO0 23472

Re:  Publc Haakh Foundation Enieprises, inc - A Depadmant of Public el FOVADS Cae ard
Frevantion Servica Corfract Provider - Fiscal Aovies

Arre Weeddy L Widanabe Aucilee-Cortneiier

Falowirg & PHEFE'S respones o (he DHSP repor! dated Movamber 1, 2011:

Objoctive: Determine whnthar Publc Haalih Foundation Erterpises [PHFE or Agency) provided sendces
ta clianig whi maet the Courty Daparrment of Publc HMeath's (DPH) Dce of A0S Progmiea ard Paiocy
(CHER) Program: oligimliy requinimeets.

feation; We revirwed the case files for 32 cierts who meorived sarvicas fram Sped 2010 19 Marsh 2019
f-:w‘ ﬁm&mmmn of mor cighilty for DHSP samicss, SpacBealy, 12 of the cierts recsived ssmvices
fram PHFE ard 20 of the clerts recsived semvices lram PHFES subcontractors.

guffs: The case fles fo four PHFE subcomiracior cierts dd ot sandain docwrmanialion 1 auppert thair
E‘Qm@‘ﬂ" for DHEP serioes. Spacdicaly, thrar case s did rog conlain ircome verlication snd cre case
fila did not conlaln residancy and v verifcalion,

coeirndption: FHFE mansgement ersurs Sgency subcaninactors ofiain dacamantaton fram ciarsg
h:; qwpodt e abgibeity for OH5P sereces.

Hexpanas: Shricl cordracting prosschirag bavg bae srforsad by $9a PHFE team 1o review ard erawre that
wll seeiracting decumerston and requremnants are mat and in place procin axecalian of 8y sgmeirsals.

CAS

we: Delermirs whether FHEE had adeouata condrods to ansure cash mcainls and ravanus wara
m:cw’ﬁad irs b Aganoy's fnancial reconds propary, ard ware dapeaad inda (he Agencs's Bank acooun
limaty.

Ifgatiat: Ve inlerviawed BPHFE's pesorrsd ard cevesssd the Agency's francal records and Sped 7011
bark racondiation

Hesults; FHFE had adacuate corfroll 1o ansune ihe revenue and cash wane reconged propery, and
dapoailad timaly
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Aecommendation: Nona

Objective; Deenrine whather tha Agency preparad its Coal Alecation Plan in compliance with tha Coundy
coniraci, and used the Plan to allocala shansd Program costs appropriaialy.

Warlfication: We réviewed PHFE's Cost Aliocation Flan, ard & sanphs of shared costs the Agency incurred
Troen Seplemissr 2010 througn March 2011,

Results; FHFE's Cast Allocation Flan was prepaned in compliance ‘aith the County conmract Mowarver,
PHFE 3 ranl oot weve rot approgriainty alocated 1o ke banefiling programs.  As a resull, CHEP wak
avercharged $8 300 far rent.

Rogommendations: PHFE mansgement
¥, Repay DPH 36.300.
2. Ersure shared program costs are appeopnately alccaled ta the benafied prograns,

Rpsponsa; FHFE has a legse with 1680 Vire Imvastmant for o location &1 1680 B Suile 11139, Las
Argules, CA 90028, This location houses lhrea programs, LAFAN (Los Argpeies Family A0S Networ
(0054), Case Maregasmert-Psycnosodal (0473018004 ard TCS-PayvchosocialTCM-Youlh Sapioss
(2260 002 00%E01). In keeping win Ika Ceal Allssation Plan that was submithed apd approved by (ke
County to charge 25% of tha rart 1o sach cortract, 5353 .28 sheud nave bear changsd on a monthly basis.
The lctal amcurd charged 1o the teo contracts was $1Z2.7T80 50, Tre smourt ket should hava Bean
chargad sccerdng o tha approved cost allocation pan g $13,280.00 ($363.26 x 3B) PHFE does ngt
beliave any amourt 13 due to e Coundy of Los Angules.

Dbjective: Ceterming whather expendbures chargad 16 Ihe DHSP prograrm wera alowabla undar the
Courty cortract, propardy documantad. and accurabsly bilad,

Varifcation: 'We irterviewsd PHFE personnel and reviewsd Teancal records for 13 non-payrall
wxpanditures, lotaing $36,122, that he Agancy charged 1 (he DHSP Program from Jursa 2010 and March
2011

Rosults: PHFE nappropeislaty charged DHSP §7,866 for accounling experctures that ware not supparted
oy adequals dacumaniatian,

Afer o ravdiire, FHFE provced documentabon o suppart 35,423 of 17w 37,565 A questoned costa,
However, the Agency's bilings for adminitralive coals axceedsd Ihe Counly conlract's nembusgable imil
by 83 518, As & rasull, the gueslioned costs wera redused 1o 55,659

Recommendations; PHFE maragemant:
1. Repay CPH 55,659
2. Eraurne (hat Dlings foe administralive cosls do rod asocasd 1he conlrasy s rembursabla imit.

Respanas: PHFE'S fedecally approved ndroct rata for the audiled period 1= 8 5% MTOC (Modilied Toial
Cirect Costs). Whan caiculating our incinect uaing cur approved rada, the letal for (he cocdracts audiled
equals $14.204.38  We charged 31570521 for a decrepancy of §1,500 67, whish is the amount we
belewe to e owed 10 1ha Caunty of Les Angeles.

0123.018.001 (Cortract #H208541-Cass Mgmt-Paychasodal} MTDC Base=357,728.00 « 8 5% = 34 508.89
2260.002 001 (Centrast #PHLCCS33-Peychosccial) MTDC Base = §51,284 40 x 6.5% = $5 20818
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320,002 301 (Contract #°HIDOSGE-Youlh Surioes) MTOC Basa = 548,090 67 « & 5% = 34 086.47
PAYROLL AND PERSONNEL

| ive; Oetarrine vwniniher PHEE charged payroll aspendtures (o the OHSP Program appropialely. n
aceiticr, delerming wonihar the AgEieys peracere fes wane mantared A acide

or1; Wie traced the pagrod axpenditures for Touf enplopees, okaing 55 248 from Dacambar 3010

1o tre Agency's payml mconts vl 199 mports. We also reviosod he sarsceosd fikss %o CHEP aregram
siaff,

ulte; FHFE propedy changed payell asperdiures 4o the CHER Srogram, ard mardainsd percrnel
1}%&3 A% requised by ke Coucly canlrsct

CC3T REPORTS
Objociive: Dalarming whetie: (ke Agency's Cast Hepors moanclad I the aeccunivg recards.

Yerdication: Wa traced Ira Agansy's Cosl Reports 49 their accounting recoeds far Jura 2010, Decaraner
2014, and March 3011

Ranaulis: PHFE'y Cost Heports roconciked 10 thalr scoaurting redords,

imandation: Ko,

Plaase l=t us wnow i youl have any queslions or require any adeitional information from us.  Thark vau.




